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SUBJECT: FMS FINANCING FOR INDONESIA 

REF: JAKARTA 12081 

1 . SPECIFIC ANSWERS TO QUESTIONS PARA 2 REFTEL ARE 
AS FOLLOWS: 

A. THE FY-77 FMS FINANCING OF 23.1 MILLION DOLS LOAN 
PROVIDES TO THE GOI NINE YEAR REPAYMENT PERIOD REGARDLESS 
OF DEFENSE ARTICLES DESIRED. HOWEVER, WHEN CREDIT 
JUSTIFICATIONWAS DRAFTED PRIORITIZED DEFENSE EQUIPMENT 
WAS LISTED IN ORDER TO JUSTIFY EXTENDING THE LOAN. 

ONE OF THE CONDITIONS UNDER WHICH THE LOAN IS EXTENDED IS 
THAT ANY SIGNIFICANT CHANGES IN THE PURPOSE OF THE 
GUARANTY OR IN THE TERMS AND CONDITIONS SHOULD BE SUBMITTED 
FOR SIMILAR APPROVAL. THEREFORE, CHANGES TO CREDIT JUSTIFI- 
CATION ARE ACCEPTABLE IN THE EVENT THAT GOI REPRIORITIZES 
ITS MILITARY DEFENSE EQUIPMENT LIST AND IT IS APPROVED BY 
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USG. 

B. YES, BUT NOTE THAT AS EXPLAINED ABOVE ANY PROPOSED 
CHANGES TO CREDIT JUSTIFICATION MUST BE SUBMITTED TO THE 
USG FOR APPROVAL. 

2. WE WISH TO EMPHASIZE STRONGLY THE IMPORTANCE OF THE 
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GOI SIGNING THE CREDIT AGREEMENT PRIOR TO SEPTEMBER 30, 

1977 SO THAT FUNDS NOT BE LOST. CHANGES IN THE PURPOSE 
FOR WHICH THE FUNDS ARE TO BE USED MAY BE SUBMITTED AT 
A LATER DATE. 

3. WOULD APPRECIATE WHATEVER INDICATIONS EMBASSY MAY 
HAVE ON GOI PROGRESS TOWARD DECISION ON F-5'S AND PLANS 
TO MEET SEPT 30 DEADLINE FOR SIGNING LOAN AGRFF.MF.NT. IN 
VIEW OF WHAT WE KNOW ABOUT PRESIDENT SUHARTO S PERSONAL 
INTEREST IN THIS MATTER, EMBASSY SHOULD ENSURE THAT IT IS 
BROUGHT TO HIS ATTENTION. VANCE 
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